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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

Derrick Shepherd JAN 1 4 2009
Derrick Shepherd Campaign Committee

2009 Ames Blvd. ,

Marrero, LA 70072

RE: MUR 6151

Dear Mr. Shepherd:

On December 18, 2008, the Federal Election Commission found that there is reason to
believe that the Derrick Shepherd Campaign Committee and Derrick Shepherd, in his official
capacity as treasurer, violated 2 U.S.C. §§ 432(d) and 434(b) and 2 U.S.C. § 441b(a), or
alternatively, 2 U.S.C. § 441a(f), provisiomn of tie: Faeral Election Carsguaism Act of 1971, as
amsnded, and 11 C.F.R. §§ 104.3 and 104.14(b)(1). These findings weze based sn infiormstion
ascertained by the Commission in the nermal course of carrying out its supervisory
responsibilities. See 2 U.S.C. § 437g(a)}(2). The Final Audit Report of the Derrick Shepherd
Campaign Committee, approved by the Commission on December 3, 2008, serves as the Factual
and Legal Analysis. In addition, a supplemental Factual and Legal Analysis is also attached for
your information.

Yeu msy subunit any factual or legal materials that you belleve are relevant to the
Commissien's consideration of this matter. Please submit such materials to the General
Counpel's Office within 15 days of your receipt of this letter. Where appropriate, statements
should be submitted under oath. In the absence of additional information, the Commission may
find probable aause to lmliewe that a vialation has ooeurred and procaed with eanciliation.

Please note that you have a legal obligation to presarve all documsnts, records and
matenahrehhngtoﬂmmaﬂermhlsuchumeuyoummnﬁedthatﬂmComnusslmhas
closed its file in this matter. See 18 U.S.C. § 1519.

If you are interested in pursuing pre-probable cause conciliation, you should so request in
writing. See 11 CFR. § 111.18(d). Upon receipt of the request, the Office of the Ganeral
Counse! will make recommendations to the Commission either proposing an agreement in
settlement of the matter or recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that pre-probable cause
conciliation not be enterad intn at this time so that it may cemplsts ite inwestigation of the matter.
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Further, the Commission will not entertain requests for pre-probable cause conciliation after
briefs on probable cauge haze besn mailed to the respondent.

Requests for extensions of time will not be routinely granted. Requests must be made in
writing at least five days priar to the due date of the respanse and apecific good cause must e
demonstrated. In additian, the Office of thw General Counsel ordinarily will not give extensions

beyond 20 days.

If you intend to be represented by counsel in this matter, please advise the Commission
by completing the enclosed form stating the name, address, and telephone number of such
counsel, and authorizing sueh counsel to receive my nutifications and other communications
from the Corameission.

This matter wiil remain confidential in accordance with 2 U.S.C. §§ 437g(a)(4)(B) and
437g(a)(12)(A), unless you notify the Commission in writing that you wish the investigation to
be made public.

Fer your information, we have enclosed a brief description of the Commission’s
procedures for handling possible violations of the Act. If you have any questions, please contact
Peter G. Blumberg, the attorney assigned to this matter, at (202) 694-1650.

On behalf of the Cornmissinn,

Moidibesn

Steven T. Walther
Chairman

Enclosures
Factual and Legal Analysis (Final Audit Report)
Supplemental Factual and Legal Analysis
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Report of the Audit Division on the
Derritk 8hepherii Campaign

Committee
August 3, 2006 - December 31, 2006

Why the Audit

Was Done

Federal law permits the
Commission to conduct
audits and field
investigations of amy
political cemmnittee that
is secquired to fils reports
under tiso Fedeml
Eleotinn Campaign Ast
(the Act). The
Commission generally
conducts such audits
when a commlitee
appears not to have met
the threshivid
requirmrasts fos
substmntial compiiance
with the Act.! The aundi¢
detesmines whether the
committee complied
with the limitations,
disclosure requirements
of the Act.

Futurs Action
The Commisston may
initiuw = enfescennmt
aciion, ut a later time,
with respect to any of
the massers discussed in
this report.

About the Campaign (p.2)

The Derrick Shepherd Campaign Committee is the principal campaign
committes for Derrick Shepherd, Democratic candidate for the U.S.
House of Representatives from the state of Louisiana, 2nd District and
is headquartered in Marrero, Loutsiana. For more information, see the
shart on the Campaign Organization, p. 2.

Finanelal Activity (p.2)

e  Rectipts '
o From Individuals $287,211
a Loans from Candidate 154,125
o From Other Political Committees 15,300
o Other Receipts 152
o Total Receipts $456,788
¢  Disbursemeuts
o Operatiirg Enpesditures and Other
Disbursewenss $462,779
o Tutal Disburseaaents $462,779

Findings and Recommendations (p.3)

o Permissibility of Candidite Lasna (Finding 1)

Receipt of Prohibited Contributions (Finding 2)

Receipt of Contributions that Exceed Limits (Finding 3)
Misstatement of Financial Activity (Finding 4)

Disclosure of Contributions (Finding 5)

Failure to File 48-Hour Notices (Finding 6)

Disclosure of Occupation and Name of Employer (Finding 7)

'2US.C. Jua).
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Part I
Background

Authority for Audit

This report is based on an audit of the Derrick Shepherd Campaign Committee (DSC),
undertaken by the Audit Division of the Federal Election Commission (the Commission)
in amordance with the Fedaml Hlection Campaign Act of 1971, as amended (the Act).
The Audit Division conducted the audit purmnant to0 2 U.S.C. §438(b), which permits the
Commission to conduct audits and field investigations of any political committee that is
required to file a report under 2 U.S.C. §434. Prior to conducting any audit under this
subsection, the Commission must perform an intemal review of reports filed by selected
committees t determine if the reports filed by a patticular committee meet the threshold
requirements for substamnial compliance with the Act. 2 U.S.C. §438(b).

Seope of Audit

Following Commission-approved procedures, the Audit staff evaluated various risk
factors and as a result, the scope of this audit was limited to the following:

. The receipt of excessive contributions and loans.

The receipt of contributions from prohibited sources.

The disclosure of contributions received.

The consistency between reported figures and bank records.

The completeness of resords.

Other vommittse optetions nevousary to the review.

A wN~

Limitatioss

Although DSC providss soine doeomendsiing in supput. of loans made by the Candidate,
additional documentation requested by the Audit staff to determine the source of funds
used for thesc loans was not provided. As a result, our review of loans was limited with
respect to disclosure and permissibility of the funds used to make these loans. (See
Finding 1, Permissibility of Candidate Loans)
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Part 11

Overview of Campaign
Campaign Organization
Important Dates Derrick Shepherd Campaign Committee
o Date of Registration August 10, 2006
»__Awit Coverage August 3, 2006 — Decambax 31, 206
Headqusarters Marrero, Loulsiana
Bank Information
o Bank Dépusitories One
o Bank Accounts One checking account
Treasurer
o Treasurer When Audit Was Conducted Byron Lee
o Treasurer During Period Covered by Audit | Byron Les
_Management [nformatjon
e __Attended FEC Campaign Finance Semigar | No
e Used Commonly Availabile Campaign Yes
ment Software
e Who Hantlled Accounting, Recordkeeping | Paid staff
Tasks ad Gther Day-to-Day Opemtions

Overview of Financial Activity

(Audited Amounts)
Cash on hand @ August 3, 2006 S 0
Receipts ‘_
o __From Individuals S 28721
*__o_ Loans from Candidate 154,128
o _From Other Political Committees 15,300
o __Qiher Ramei 152
o__Total Receipts S 456,788
Disbursemants _ —
o Openting Expendituses and Qther ’
. Disburscments $ 462,779
o _Total Disbursements S 462,779
Cash on hand @ ber 31, 2006 $ (5,991)7

? DSC bank statements did not show & negative balance because of outstanding checks as of December 31,

2006.
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Part III
Summaries

Findings and Recommendations

Failure to Respond to the Interim Audit Report

An interim audit report was issued on March 21, 2008, advising DSC of the findings and
recummendatioes resulting feom the audi of the Derick Shephard Campaign Coenmittee.
The Audit staff contacted the treasurer on March 28, 2008 to confirm receipt of the
interim audit report. DSC was requested 1o respond to the interim audit report by April
23, 2008. On April 22, 2008 the treasurer was sent an ¢-mail reminding him of the
response due date. DSC did not responi to the interim audit report recommendatiors or
reqesst an extension of time to respend.

Fiading 1. Permissibilicy of Oandidate Loans

DSC re=orted twebee loany from the Condidate totaling $154,125. The Audit staff made
numerous requests of DSC for supporting documentation to determine whether the loans
wem madd from the Candidate’s perscnal funds. In addition, a letter was sant to the
Candidate requesting such documentation which was followed by a telephone
conversation concerning the needed records. No documentation has been provided. The
Audit staff recommended that DSC provide evidence demonstrating that these loans were
made from the Candidate’s personal funds. (For mure detail, see page 5.)

Findi=g 2. Ruceigt of Frohibited Contributions

DSC reucived sinteen preliibised contributidns temlisg $22,990 from Hamited lisbility
compunies (LLCs}) ant] cusporatn entitlos, Should DSC establish that the aoatrilsutions
from two of the limited liability companies are from permissible sources, $7,200 would
be addad th the excessive contribuiienh in Fiading 3. Of this ssasent, $4,200 cauld be
resolved by DSC sending presumptive redesignation letters. The remaining excessive
contributions totaling $3,000 are resolvabie only by refund. The Audit staff
recommended that DSC either previde evidénce that these contributions were made with
permissible funds or refund them. (For moce detail, see page 6.)

3. Receipt od Contributions that Exceed Limits
DSC aecepted 38 sontrihigions from indiviiuals that exceeded the limit by $61,310. Of
thes cesvensite eortistbutionn, 31,310 was eligible for presunptiwe oba:tion deshymatibn
and conitibuter attrintion. Hostres, there wes no evidene that the required notices had
been sent to contributors. The remaining excessive contributions, $30,000, were not
eligible for presumptive redesignation and/or reattribution. The Audit staff recommended
that DSC provide evidence demonstrating that the contributions were not excessive, send
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notices to those contributors that were eligible for presumptive redesignation and/or
reasteibution, er refund the msusssive amounts. (Fox more dadail, scs page 9.)

Finding 4. Misstatement of Financial Activity

A comparison of DSC’s reported financial activity to its bank records revealed that, for
2006, reported receipts were overstated by $54,740 and ending cash was similarly
overstated. The Audit staff recommended that DSC amend its reports to correct the
misstatement. (Por trore detail, see page 11.)

Finding 5. Disclosure of Contributions

Results of a review of all contributions received from individuals indicated that DSC did
not adequately disclose the name and address of contributors or the date of receipt for
individual contributions totaling $46,150. The Audit staff recommesaded that DSC smend
its repoxts to correct the disclosure of these coztributions. (For more detail, see page 13.)

Finding 6. Failure to File 48-Hour Notices

DSC did not file 48-hour notices for 1S contributions totaling $94,100 received prior to
both the primary and general elections. Of this amount, $84,000 was loans from the
Candidate. The Audit smff mcommended that DSC provide evidence that 48-hour
notices ware tinely filed, thnt ro notise was seguimd, or submit any comments it
considers relevaat. (For moce detail, coc page 14.)

Finding 7. Disclosure of Occupation and Name of
Employer

DSC did not adequately disclose occupation and/or name of employer information for
contributions from individuals totaling $55,350. In addition, there was no evidence that
“best efforts” to obtain, maintain and submit the information had been exercised. The
Audit staff recommended that DSC demonstrate that it has exercised best efforts to obtain
the necessaty infomnatioh cr osmiact each cantritmtor for whiph the infomation is
lacking, smiumit avidence of such gnusant, and disclose any informution recaived in
amendiad reparts. (For ctare detsil, sea page 15.)
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Part IV
Findings and Recommendations

Failure to Respond to the Interim Audit Report

An interim audit report was issued on March 21, 2008, advising DSC of the findings and
recommendations resulting from the audit of the Derrick Shepherd Campaign Committee.
The Audh stifF cont=oted the troasurer on March 38, 2008 to confr receipt of the
interim audit roport. DSC was cequested 6 respomnd to the ifiterim aslfit report by Apsil
23, 2008. On April 22, 20208 the wrexmarer 1eus seat an e-mail reminding bim uf e
respanse due @xe, DSC did nes rezpoad te the interish audi report remammendalions ar
request an extension of time te mspond.

[Finding 1. nammmngy of Candidate Loans

Summary

DSC reported twelve loans from the Candidate totaling $154,125. The Audit staff made
numerous requests of DSC for supporting documentation to determine whether the loans
were made from the Candidate’s personal funds. In addition, a letter was sent to the
Candiviate reqamiag such decunmentniiss which wus foilowed by a telaphone
conversation cencetning the neaded racords. No ducumeztation has tmen provided. The
Audit staff recommended that DSC provide evidence demanstmating that these loans were
made fiom the Candidate’s perscaal funds.

Legul Stsndard

A. Fuormal Requiresrewts Regarding Reports axd Stitementy: An autheilzed
commiftee shall mainsin all reconds, including bunk records, with respect to the matters
required to be reported which shall provide in sufficient detail the necessary information
and data from which the filed reports and statements may be verified, explained, clarified,
and checkad for asrcuracy and completenses. 11 TFR §104 1 (b)(1).

B. Expenditures by Candidstes. Condidates fer Federal office may make unlimited
expenglitures from parsonal funds as defined in 11 CFR §§100.33 and 110.10.

C. Personal Fuads. Personal funds of a candidate means the sum of all of the
following:

1. Aseem. Amomtsdenved from any ass&t Hiat, under applicable State faw, at the
time the individml Besame a canditlaiv, tie candidate had legal right of access
or control over, and with respect to which the candidate had-

o Logal aoul rightful tkiles or
e An equitable interest;

2. Incomn. Income rezeives? during the current alnotion cyc!a, as dafized iz 11 CFR
400.2, of the candidate.

3. Jointly owned assets. Amounts derived from a portion ofmﬂntmowmd
jointly by the candidate and the candidate’s spouse as follows:
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o The portion of assets that is equal to the candidate’s share of the asset under
the insiurent of otmucyasice ac pvmerahip; providad, powever,

o [f no specific share is indicated by an isstrument of conveysnae er ovinarship,
the value of ane-halfaf the property. 11 CFR §100.33.

Facts and Analysis
DSC reported receiving twelve loans from the Candidate umlmg $154,125.% For
$141,500 of these loans, DSC provided copies of checks drawn on the Candidate’s -
pessonal barl avscuns uswd to make these loans. In addition, DSC previded copies of
money ordess pumaizased by the Cundidate to meke 510,008 of thias lmews sud s cortificed
bank shask usad to melag awother $1,000 loan. For the mmainktg icans ($1,625), DEC
only prowdnd copiea of dapasit slijys which indicated cheaks wese degosiind; howevar,
the chack sopies ware not made gvaiiahle.

In order to verily that the source of funds for all of these loans was the Candidate's
personal funds, it is necessary for the Audit staf?'to review, at s minimum, the records for
the accounts that the checks were drawn on, and documentation to verify the source of the
funds used to purchase the cashier’s check amd momey orders. The Audit staff made
nutreswoee requesss of DISC for titls dosumontation, but nome wus provided. In addition, »
letver vites sbrito tha Coiésiete requsting seeh docummntatisn ani nwiag that if not
proviitd the Commirsihs may dzmu s adveeos ihfosmes sineut tlim source of tha fimds
from the failure to provide the vequasied mcords. Finaily, a fotlow-up telephsna
conversation was held with the Candidate to reiterate the need for these records. None of
the documentztion requested has been provided by either DSC or the Candidate.

At the exit conference, the Audit staff discussed this issue with DEC’s representative and
a schedule was provided detailing the loan activity.

Interim Audit Report Recommendation 4
The Asalit stxff umommiixaed that, wihin 30 coiesnler dees of serwine of the interimn
report, DAC provide avidewm gamanstrathyg tkat the lasng to DSC were made from the
Candidate’s personal funds. It was noted that failure to provide the necessary records
may lead the Commitssion to deaxv an ardverse infesanee conceming the source of the
funda provided to DSC by the Candidate.

[Findiag 2. Receipt of Prohibitad Contributions

Summary

DSC received sixteen prohibited contributions totaling $22,900 from limited liability
companies (LLCs) and corporate entities. Should DSC establish that the contributions
from two of the limited liability campanies are frotix permissible sturces, $7,200 would
be added to the excessive contributions in Finding 3. Of this amount, $4,200 could be
resolved by DSC sending presumptive redesignation letters. The remaining excessive

' Tix 207 Apitl 15 Quirteily repust Risd by DOT coeverts €luse losss to cusrBusions W0s the
Candiciate ard ontinggsiahss tite Imav,
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contributions totaling $3,000 are resolvable only by refund. The Audit staff
reanmpmmaded that DSC aither provide evidonas thal these coatributions were munie with
pexmizaible funds or cafund them.

Legal Standard

A. Receipt of Prohibited Corporate Contributions. Political campaigns may not
accept contributions made from the general treasury funds of corporations. This
prohibition applies to any tyge of corpuration inchuding a mon-stock corporation, an
inooypessted meisbership orgunization, end an incorporuted cooperative. 2 U.S.C. fi41b.

B. Bufinition of Lisnited Linbiiity Compapy. A linilad limhility epmymny (LLC) isa
business entity recognized as an LLC under the laws of the state in which it was
established. 11 CFR §110.1(g)(1).

C. Application of Limits and Prohibitions to LLC Contributions. A contribution
from an LLC is subject to contribution limits and prohibitions, depending on several
factors, as explained below:

1. LLC o= Fannership. The centribution Is cormidered a coifribution from a
pararersisip if the LLC cheoses to bu trated as a pastwosibip wrdor Inwemal
Roviciue Sarvioe (IRS) tax rules, or if it makes no choice at all about its tax status.
For the 2006 election, ® partimership enutribution may met cacoed 52,100 per
candidate, par alecting, ad it must ba atteibuted to one or mors pastwers. 11 CFR
§110.1(a), (b), () and (g)(2).

2. LLC as Corpation. The contribution is considered a corporate contribution—
and is barred under the Act—if the LLC chooses to be treated as a corporation
under IRS rules, or if i(s shares are traded publicly. 11 CFR §110.1(gX3).

3. LLC with Single Member. The contribution is considered a contribution from a
single individual if the ELC is a single-rrutiber LLC that has mot clusen to be
treatsd as a corporation urder [R5 rules. 11 CFR §110.1(g)(4).

D. Limited Lisbility Cempany’s Responsibility o Moty Reeipiont Cemenittee, At

the time it makes & santribution, an LLC must sotify the rocipisnt commitien:

o That it i eligible ta meke the contribution; and

o In the case of an LLC that considers itself a partnership (for tax purposes), how the
coniribution should be attributed among the LLC's members. 1 CFR §110.1(g)(5).

E. Questionable Contribufions. 1f a committee receives a contsidution that appears to
be prohibiled (a questiomable contribution), it must follow the procedures below:
1. Widna 10 duys afier the eronsuror reosives the question=ble nomtribanion, the
euxwmittoe must either:
o Retumn the contribution to the contributor without depositing it; or
» Diepenil the canriributicze (and folimw the strpa balow). 11 CFR §1D3.3(b)(1).
2. [fthe committee daparits the questinnghle centributidn, it may not spasd the
funds and must be prepares to refund them. It must therefore maintain suffigient
funds to make the refunds or establish a separate account in a campaign
depository for possibly illegal contributions. 11 CFR §103.3(b)(4).
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3. The committee must keep a written record explaining why the contribution may
be priohibited and must include this infoxmatisn when repmiu the reseipt of the
contribution. 11 CFR §1€3.3(b)5).

4. Within 30 days of the treasurer’s receipt of the questionable eonmbutlon the
committee must make at least one written or oral request for evidence that the
contribution is legal. Bvidence of legality includes, for example, a written
statement from the contributor explaining why tire contribution Is legal or an ordl
explanation the is roserded by fhe commitiee in 2 memorandum. }H CFR
§103.3(b)(1). '

S. Within these 30 digyy, the cammities neon niticer:
¢ Coafirm thai fegality of the contribution; or
¢ Reioed the contribution v the onssribitor asd meta the refund on dle report

covering the period in which the refind was made, 11 CFR §103.3(b)(1).

F. Refund or Disgorge Quesfionable Contributions. If the identity of'the original
contributor is known, thre committee must eitlrer refund the funds to tire source of the
original contribution or pay the funds to.the U.S. Treasury. AO 1996-5.

Fushs and Axalnits

A mwieu af watributions fimn iadiwiduais resulted in the ientifieation of 16 apparent
prohibited contributions totaling $22,900. Of these, 14 contributions totaling $22,600
had been ieanived from ten LLCs. DSC did not provide documentation detailing the tax
filing staius of these satitizs. The two rewaiving contributions tataling $300 were from
entities whose corporate status was verified with the Secretary of State. DSC did not
maintain sufficient funds in its bank account to make the necessary refunds.

ShouN DSC wxaslish that St contribations from (we of the limited itabitity corpanies
are fiom povmissibie sources, 92,200 would be added vo the exowsitve ontribtivns in
Finding 3. Of thivamaua, $4,180 coelit be mssimd by DSC sundiing pratranptive
redesignation letters. The remaining excessive contributions totaling $3,000 are
resolunblo only by ndand.

At tha exit conferaios, the Audit staff discussen ihis issue with DSC's repranantative and
provided schedules. The representative ggreed to raview these schedules to determine
whether they concurred with the exceptions listed and respond accordingly.

Interim Audit Report Recommendation

The Audit otaff vwoomnrendod that, within 30 cilenliar days of smvice of the intérim

report, LAC:

e Pravida evisienns nﬁno-ﬁhm thai tha contribmiicus in tquestion wers made with
permissible funds and were not excessive; or

¢ Refund the impermissible funds, efxmadiresnlve the excessive contributions as noted
above snd provide evidence ef auch refunda (copies of the frant and back of
negptiated refund checks) or disgorge the funds to the U.S. Treasury; or
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¢ [f funds are not a;rallable to make the necessary refunds, disclose the contributions
requiring pefiinds oa Schedule D (Dqll ant Obligations) until fundt knzome nvailabie
to make guch refunds.

|Finding 3. Receipt of Contributions that Exceed Limits

Summary

DSC accepted 36 contributions from individuals that exceeded the limit by $61,310. Of
these excessive contributions, $31,310 was eligible for presumptive election designation
and contrébutor sttribition. Hovaver, thsre vas no avidzuse that tise wajuimd notio:s hid
beon sent to emstributocs. Pho mowaining excessine cantrikutions, $30,000, wees ot
cligibic for pmsumptive mdasignaticn sad/ar sattribution. The Audit snff mzorunendad
that DSC provide evidence demonstrating that the contributions were nat excessive, send
notices to those contributors that were eligible for presumptive redesignation and/or
reattribution, or refund the excessive amounts.

Legal Stanuani

A. Authorized Committee Limits. For the 2006 election, an authorized committee may
not receive more than a total of $2,100 per election from any one person as adjusted by
the Consumer Price Index (CPI). 2 U.S.C. §441a(a)(1)(A), (2XA) and (f); 11 CFR
§§110.1(a) and (b) and 110.9(a).

B. Handling Contributions That Appear Excessive. [T a committee receives a
contribution that appears to e excessive, the committee must either:
e ‘Return the questionable contribution to the donor; or
o Deposit the contribution into its federal account and keep enough money on
account 0 cover all potential refinds wexil the logality of the oemtribution is -
evabled. 11 CFR §103.3(b)(3) =d (4).
The excessiva portbm of cantribitions miay alas be redesigintod to amother election or
reattributed to another contributor as explzined halow,

C. Redesignation of Excessive Contributions. The committee may ask the contributor
to redesigriate the excess portion of the contribution for use in another election.

e The committee must, within 60 days of receipt of the contribution, obtain and
retain a signed redesignation letrer wiiich informs the contributor that a refund of
the excessive portion may be requested; or

o Refund the excessive anrount. 11 CFR §§110.1(b)(5), 110.1(1){2) and
163.3(b)(3).

Notwithstandizg the above, whian an sutkarized politicai cammilies reccives i synensive
contribution from an individual or a nonsmulti-candidate committee, the committee may
presumptively redesignate the excessive portien to the general election if the contribution:
o Is made before that candidate’s primary election;
e [s not designated in writing for a particular election;
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o Would be excessive if treated as a primary election contribution; and
o As redosigntied, deams not aare s contributos to exceed any nttur conttribwtioa
limit.
Also, the committee may presumptively redesignate the excessive portion of a general
election contribution back to the primary slection if the amount redesignated does not
exceed the committee’s primary net debt position.

The conmittee is regquired to Rty the conwibrator in writing of the redesignation within
60 days of the treasurer’s receipt of the contribution and must offer the contributor the
op8ion 10 retetve n refinsd itutead. For this attion te be wiiid, the sommises mus rxtain
copies of the nitisas sant. Presumptive rexbdiignations apply only withir the ssmia
clection cycle. 1! CFR §110.1(b)(S)({iXB) & (C) and (IX4)(i).

D. Reattribution of Excessive Contributions. When an authorized committee receives
an excessive contribution, the committee may ask the contributor if the contribution was
intended to be a joint contribution from more than one person.
e The committee must, within 60 days of receipt of the contribution, obtain and
retain a resttribution letter signed by aif contribemors; or
o Refund tne excessive contribution. 11 CPR §§110.1(k)3), 119.1(1)(3) and
103.30)(3). :

Notwithstanding the above, any excsssive contribution that was made on a written
instrument that is imprinted with the names of more than one individual may be attributed
among the individuals listed unless instructed otherwise by the contributor(s). The
committee must inform each contributor:

e How the contribution was atiributed; and

s The contributor may instead request a refund of the excessive amount. 11 CFR

§110.1()EXi(B).

For this acticn to bs ualid, the mmmittre muist natmin anpies of the notices sent. 11 CFR
§110.1(1)(4)iT).

E. Refund or Disgorge Questionable Contributions. If the identity of the original
contrjbusor is known, the committee must either refund the funds to the source of the
original contribution or pay the funds to the U.S. Treasury. AO 1996-5.

Faots and Analysis _

The Audit staff reviewed comtributions from individuals tc deteymine if excessive
conttibutions were reseived. Tho review Rlentified 36 vontributions thit exceadod the
lintit by $61,310. During thiis seviews, it was nowd that DSC muitinely redesignated
contributions to another election or reattributed contributions to another individual.
However, ne documemtation was provided by DSC in support of these redesignations and
reattributions; peither signed redesigrations or reattributions, nor the contributor
notifications required for presumptive reattribution or redesignation.
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Of the excessive contributions, $31,310 could be resolved by DSC sending presumptive
redesiguation and/or restribotion istters. The raminling macssrive cantributines balaling
$30,600 are rasalvabie only by refumd. DSC did not maintein exfficicat fends in its bask
account to make the necessary refunds.

At the exit conference, the Audit staff provided DSC'’s representative with schedules of
the excessive contributions noted above. The representative agreed to review these
schedules to deterrnine whether he corcurred with the exceptions listtd #=nd would

respond ssvordingly.

Intscisa At Sispart Recommendation

The Audit staff recommended that, within 30 calendar days of service of the interim

report, DSC:

» Send natises to those contibutars whose countributions were eligible for presumptiva
redesignation and/or reattribution ($31,310) informing them how their contribution
was designated and/or attributed and offer a refund of the excessive amount. Absenta
request for a refund by the comributors, these nottces would obviate the meed for
conribulion reférds or payrunts to the U.S. Treasury. Fer notices sent to
contribtes, DIC bhwuld provide @ sopy of esch notice andl evidonse dul it was sent.
The notices mast denmastrate tited both the comtritistor and the intlividual to whme
the anatribution was recttribiter] warenotified. If any cantributor sansat ba losascd
or if ths presumiptive note comes bant undalivesabls, a diggergament of the
excassive anatribution ehould be made to e U.S. Treasury; and

o Provide evidence demonstrating thet the remaining contributions totaling $30,000
were not excessive. Such evidence should include, byt not be limited tq,
documentation that the contributions were reattributed, redesignated, or refunded in a
timely manner; or

o Abser such evillense, refind 430,690 to the eorsfbutors and provide evidence of
such action {oupiw of the frent and buck 8f negutiatwd mfund checks) sr make a
disgsgommt to tiwe U.S. Tresswy; or

¢ If funds are novawaikuble to make the necessary refunds, disclose the contributions
requiring refurnds on Sskadule D (Debt and Obligatidas) ontrl funds horcene aeailebie
to maloe such rofimds.

| Finding 4. Misstatement of Financial Activity- |

Summary

A comparison of DSC’s reported financial activity to its bank records revealed that, for
2006, reported receipts were overstated by $54,740 and ending cash was similarly
oversteted. The Audit staff recommended that DSC amend its reports tc cormrect the
misstatement.

Legal Standard

Contents of Reports. Fach report must disclose:

o mmuntofmhmhmdndlebemnmngmdmdofmeremnmgperm
o The total amount of receipts for the reporting period and for the calendar year;



10044281786

12

o The total amount of disbursements for the reporting period and for the calendar year;
and

e Certain transactions that require itemization on Schedule A (Itemized Receipts) or
Schedule B (Itemized Disbursements). 2 U.S.C. §434(b)1), (2), (3), (4), ard (5).

Facts and Analysis

The Audit staff reconciled reported financial activity to bank records for calendar year
2006 and noted a misstatement of receipts and ending cash. The following chart outlines
the discrepamzizs,

2006 Activity

Reported Bank Records | Discrepancy
Opening Cash Balance $0 $0 $0

@ August 3, 2006
Receipts $511,528 $456,788 $54,740
‘| Overstated
Disbursewrents $462,788 $462,779 $9
' : Overstated
Ending Cash Balance $48,740 $(5,991) $54,731
| @ Degeber 31, 2006 Overstated

The overstatement of receipts resulted from the following:
o Bank sdjustments, ¢.g., reported contribution checks $ 49,350

retumed for non-sufficient funds
o Contribution from BUILD PAC reported twice 5,000
e Reported lean om Canditus: wet suppavied by depenit 500
o Contribution amamsess reported inconeactly (nat) )
o Unitemized resaipts upderstated (300)
o Unexplained differense 100
Net cvarstztenrent of receipts $54240 -

The $54,731 ovemtatemeet ef ending eath oz hand resulted primarily from the
misstatement of raceipts nodad above.

At the exit conference, the Audit omff explhined the misstatements and indicated that
most of the receipts difference was due to bank adjustments that were not subsequently
corrénied in the repasts. Svhadudes esar provided to DSC's repranantative demailing these
discrepancies. The representative explained that be didn’t have access to bank statement
information when preparing the reports. He agreed to review the schedules provided.
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Interim Audit Report Recommendation
The Asdir staff recommended that, veithin 30 catendar dmys of service of the interim
repost, DSC amend its reports to cixnmxt the misstatements moted above.

|Finding 5. Disclosure of Contributions

Summary

Results of a review of all contributions received from individuals indicated that DSC did
not adetpuately disclose the name and address of contributors.or the date of receipt for
individunl asmtributiens 1etaling 866,150. The Audii maff eecommnaded that DSC amumd
its reparts to comrect the disclesure of these cantributions.

Legal Standard

A. Itemization Required for Contrlbuﬂon from Individuals. An authorized
candidate committee must itemize any contribution from an individual if it exceeds $200
per election cycle, either by itself or when combined with other contributions from the
same contributor. 2 U.S.C. §434(b)Y3)(A).

B. Blectian Cyéfe. The slection aycle begins on the first duy following tise date of the
previeus generul elmation and ends on the date of the next general election. 11 CFR
§100.3(b).

C. Required Information for Cantributions from Individuals. For each itemized

contributian from an individual, the comnmittee must provide the following information:
e The contributor’s full name and address (including zip code);

The contributor's occupation and the name of his or her employer;

The date of receipt (the date the committee received the contribution);

The amwunt of the contribution; and

The elecfion cycle-to-date total of all contributions from the same individual. 2

U.S.C. §134(b)(3)(A) axd 11 CFR §§1120,12 mwd 10€.3(a}(4).

Facts and Analysis

Results of a review of contributions received from individizals required to be itemized .
indicated that DSC did not adequately disclose the name and address of contributors or
the date of receipt for 38 contributions totaling $46,150. Most of the discrepanicies were
due to the disclosure of an incorrect date of receipt. Although the Audit staff could not
determine the source of the date used by DSC, in most instances the date reported was
three 1 five degys afber the ditte en the deposit slis. Most of tUxue esrors scomsed for
contributiong daposited during the neonih of Gctaber 2(06.

At the exit canfexence, DSC was provided schedules datailing thess disceapancias. The
DSC representative agreed to review these schedules.
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Interim Audit Report Recommendation

The Aulit staff recommeniied shat, within 30 caiendar days of service of the interim
repart, DSC amend its report to naxrent the disciasure of thaga raagigts on Schedules A
(Itemized Reeeipts).

N

Summary

DSC did not file 48-hour notices for |5 contributions totaling 894 100 received prior to
both the primary and general elections. Of this amount, $84,000 was loans from the
Candignin. The Audit staff recamvmeaded thet REC pmvida avidenne that 48-bour
notices were timely filed, that no natice was required, or submit any cammeants it
considers relevant.

Legal Standard
Last-Mhute Contributions (48-Hour Notice). Campaign committees must file special
notices regarding contributions of $1,000 or more reccived less than 20 days but not more
than #8 hours before any election in which the candidate is running. This rule applics to
all types of nonwilwtisnc de any muthoriaed anmmiitee of the candidate, inclusiing:

o Contribwtions frem the candidate;

o Laams Som the candidste ard othie aan-tmnix sources; and

o Endorstmeats or guarantees af loans fram the banks. 11 CFR §104.5(6).

Facts and Analysis

The Audit staff reviewed 53 contributions, totaling $177,551, which were greater than
$1,000 and received during the 43-hour notice filing period of bom the primary and
general elections. DSC did not file 48-hour notices for 15 contributions totaling $94,100.
Of this antount, six contributions totaling $84,000 were loans from the Candidate.

At the exit caafesease, DSC was pravided a achedale of the 48-hows natioes nst filed.
The DSC representative staid that he emuld raview thene schedules.

Interim Audit Report Recommendatibn

The Audit staff recommended that, within 30 calendar days of service of the interim

lepon. DSC provide:
Decumentadion to demonstrate thut ¥3-tour notices were filed forllseonmbutxom in
question; or

e Documentation establishing the contributions wer nut subject to 48-hour
notificatien; ardl

e Any commmunts it ecmsiders relevant.
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Finding 7. Disclosure of Occupation and Name of
| Employer

Summary

DSC did not adequately disclose occupation and/or name of employer information for
contributions from individuals totaling $55,350. In addition, there was no evidence that
“best cfforts” to obtain, maintain and submit the information had been exercised. The
Audit seaff recommended ®at DEC demonirate that it has exersised bek efforss to olnain
the nwesiary informmion er euntest vach sontribuiier for which e information is )
lacking, sebmit oviizixe af nch contact, ané dissinue any informantion recaived in
amaniad eppares.

Legual Standard

A. Required Information for Contributions from Individuals. For each itemized
contribution from an individual, the committee must provide the contributor's occupation
and the name of his or her employer. 2 U.S.C. §431(13) and 11 CFR §100.12.

B. Bust Effortt Ensures Compliznce. Witsn tiss measwver of u politinil cemmnitme
show s thet wr: conzmiittee usst best offivses (see below) to obsin, mulitain, and submit the
information required by the Act, the committee’s reports and records will be considered
in compliance with the Act. 2 U.S.C. §432(h)(2)(i).

C. Definitien of Best Efforts. The tremsurer and the committee will be considerad to
have used “hest efforts” if the committee satisfied all of the following criteria:

o All written solicitations for contributions included:
© A clear request for the contributor’s full name, mailing address, occupation,

and manwe of employer; and
- 0 The stitemunt that such repoiting & required by Fedsmal law.

e Witkin 30 days stinr the rexéiE of tiks switihinsion, tha tvasurer made at least one
cffart to obinin the missing inibrmaidon, in cither a vritian requnsg or a
documesta] aml sequeat:

* The treasarcr reportad any oeaitributor information that, although not initially
providad by the contributor, was obtained in a follow-up communication or was
contained in the committee’s records or in prior reparts that the comnittee filed
during the same two-year election cycle. 11 CFR §104.7(b).

Facts and Axmiysis

The Audit swuif rgviewed all remwreell contributions from individuals to detormine if the
necessary atmaritnises infomniativet wais tisselosms. T review indicoded thet DSC adil nix
adequately disciose ibe omaupation sii/or namm of employer fon 44 contributions totaling
$55,350. For $32,100 of these items, DSC disclosed an occupation such as developer or
investar with ma name of employer. In addition, for $19,250, DSC disclosed that best
efforts had been exsrcised.

Although requested, DST did not provide copies of solicitation materials or a description
of their best efforts procedures. In addifon, the records provided e the Audit staff did
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not contain any follow-up requests for missing contributor information. As a result, DSC
doss nat appeer ta have made “hest efforts” to obinia, maiatain and rgpost eocupation and
nams of employer information.

At the exit conference, DSC was provided schedules of the contributions requiring
additional disclosure information. The DSC representative stated that these schedules
would be reviewed and any comments regarding DSC’s best efforts procedures would be
submitted in writing.

Interim Amiiit Raport Recommendation

The Audit staff recommended that, within 30 calendar days of service of the interim

report, DSC take the following action:

o Provide documentation such as paone logs, returnmai ontritmtor letiers, complited
contributor contact information sheets oz other materials which demonstrate that best
efforts were made to obtain, maintain, and submit the required disclosure information;

or

e Absent such a demonstration, make an effort to contact those individuals for whom
required information is missing or incomplete, provide documentstion of such
contacts (such as copies of letters to the contributors and/or phone logs), and amend
its reports to dis:lose any inforemtion obtained from those omitacts. .
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FEDERAL ELECTION COMMISSION
SUPPLEMENTAL FACTUAL AND LEGAL ANALYSIS
RESPONDENTS: Derrick Shepherd Campaign Committee MUR: 6151
and D.errick Shepherd, in his official
capacity as treasurer
L INTRODUCTION
This matter was initiated by the Federal Election Commission pursuant to information
ascertained in the normal opurse of carryiog out its supervisary respoascbilities. Derrisk
Shepberd Campaign Committee (“the Commitsee™) was the authorized committae of Dearrick
Shepherd, a 2006 candidate for the House of Representatives in Louisiana’s 2™ Congressional
District. Derrick Shepherd is the treasurer of the Committee.
0. FACTUAL AND LEGAL ANALYSIS
On April 10, 2008 Derrick Shepherd was indicted on federal mail fraud and wire fraud
charges in connection with a money laundering scheme that is alleged to have taken place after
the primary election in late 2006. Mr. Shepherd’s criminal trial was scheduled for October 2008,
but on October 10, 2008, he pled guilty to nmail fraud and wire fraud in violation 18 U.S.C.

§ 1956(k). See Pross Refause, State Senator Ploads Guilty in Federal Court to Meney

(last visited Dec. 5, 2008); se=cso hitp://www.usdoi.gev/usno/lacipress2008/downloads
[factugl_basis derrick shepherd.ndf (last visited Dec. 5, 2008) (“Factual Basis™).
In the criminal matter, Shepherd pled guilty to knowingly depositing construction bond

premiums into his firm's bank accounts on behalf of an individual and a firm that had been

ordered to cease and desist from engaging in the business of insurance and whose bank accounts
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Factual and Legal Analysis

MUR 6131

Derrick Shepherd Campaign Committee, et al.

Page 2

had been seized by regulators. Factual Basis at 2. Notwithstanding the measures taken by
regulators, the unlicensed entities continued to fraudulently sell “bogus™ construction bond
coverage and laundered the collected premiums through Shepherd’s accounts. /d. at 3-4. As part
of the alleged scheme, Shepherd created false bills and time records to ¢onceal his actual role in
the scheme and realiaed appmximately $45,000 from the scheme. /d. at 4-5.

The information obtained from the criminal ntter also estahiishas that-$20,000 of the
fu'nds Shepherd derived from the scheme were used to make a payment for “campaign expenses”
on or around December 21, 2006. See Factual Basis at 6. The Committee reported no
disbursement in this amount during this period. 2 U.S.C. § 434(b)(3) and 11 C.F.R. § 104.3(b).
Further, the payment of Committee expenses by Shepherd and Associates, LLC is an in-kind
contribution that must conform with contribution prohibitions and limitations. 2 U.S.C. §§
441a(f) and 441b(a); see Final Audit l.!eport on Derrick Shepherd Campaign Committee at 10.

Accordingly, there is reason to believe that Derrick Shepherd Campaign Committee and
Derrick Shepherd, in his official capacity as treasurer, violated 2 U.S.C. §§ 434(b), 441a(f) and

441b(a), and 11 C.FR. § 104.3.




